The aim of this study is to analyse the effect of equity market timing on the issuance of new shares and capital structures in companies, excluding those in the financial sector, that conducted Initial Public Offerings (IPOs) and rights issues (RIs) in Indonesia from 1990 to 2014. The study took a sample of companies with less than 100% leverage that had experienced delisting and relisting. The results were obtained at the time of an IPO (i.e. the time of a new shares issuance through go public), RI (the time of a new shares issuance as a rights issue), and RI+1 (one year after the rights issue) and capital structure. There was an effect of equity market timing on the issuance of new shares at IPO+1 (1 year after the IPO), IPO+2, RI+2, RI+3 and RI+4, but the companies issued a small number of new shares and raised the funds they lacked by issuing new debt to obtain an optimal capital structure. These results add to the findings that the market timing theory and trade-off theory are not mutually exclusive.
Introduction
Equity market timing is closely related to the cost of capital equity. This relationship must be considered in corporate funding policies (Loughran & Ritter, 1995; Jegadeesh, 2000; Baker & Wurgler, 2002) . Based on the results of research summarised by Baker and Wurgler (2002) , there are three results. First, in favourable market conditions (overvalued), companies tend to issue new shares as opposed to new debt, while in unfavourable market conditions (undervalued), companies tend to repurchase shares. Second, companies issue new shares when investors place more emphasis on a consideration of their earnings prospects and the management's assessment of market conditions, with the latter being either overvalued or undervalued. Third, most managers issue new shares in favourable market conditions (overvalued).
Favourable market conditions occur when the market value of equity is relatively greater than the book value, meaning the cost of equity capital is lower. Favourable market conditions can arise for a number of reasons. First, capital markets are inefficient, which affects the movement of stock prices, thereby making them difficult to predict; this in turn leads to stock prices being either overvalued or undervalued (Asri, 2013) . Second, issuers and investors act rationally; however, investors may make erroneous share purchases (adverse selection) (Baker & Wurgler, 2002) . Third, issuers act rationally while investors act irrationally, causing mispricing; that is, stocks are overvalued or undervalued in relation to their fair value.
This study was motivated by inconsistency in the results of previous studies conducted both in Indonesia and other countries. Research conducted in Indonesia by Miswanto (2015) and Susilawati (2012) produced the finding that equity market timing had a positive effect on new stock issuances and negatively affected capital structure. Felicia and Saragih (2015) found that equity market timing had a positive effect on new stock issuances but no effect on capital structure. Sawitri and Suhari (2009) and Setyawan (2011) , meanwhile, found that equity market timing had no effect on capital structure. Baker and Wurgler's (2002) research conducted in a foreign country yielded the finding that in the United States, equity market timing has a positive effect on the issuance of new shares and a negative effect on capital structure. Mahajan and Tartaroglu (2008) showed that in G7 countries, with the exception of Japan, equity market timing has a positive effect on the issuance of new shares. Bougatef and Chichti (2010) produced findings that equity market timing has a positive effect on the issuing of new shares in France and Tunisia. Celik and Akarim (2013) found that in Turkey, equity market timing does not affect the issuance of new shares and capital structure.
This study took a sample of companies that conducted Initial Public Offerings (IPOs) and Rights Issues (RIs). Companies were selected for inclusion in the sample if, despite having conducted both IPOs and RIs, investors were unaware as to the actual condition of the company even though it had issued a prospectus. This can lead to adverse selection and mispricing. In companies that conduct RIs, old shareholders are already aware of the state of the company and have the opportunity to buy shares in advance using preemptive rights; however, they face a dilemma. On the one hand, if they buy shares, they have to contend with a potential scenario in which the company's future conditions are not as expected. On the other hand, if they do not buy shares, the increase in shares issued leads to a reduction in their proportion of ownership in the company (dilution).
This research provides empirical evidence of the importance of determining the right time (timing) for the issuance of new shares in order to secure relatively cheap capital costs. Based on this description, the study aims to analyse the effect of equity market timing on new share issuance and capital structure in non-financial companies that conducted IPOs from the time of the IPO to IPO+5, and in companies that conducted RIs ranging from RI to RI+5 in Indonesia.
Literature Review and Hypotheses Development
Theories of capital structure that are widely known today are the theories of trade-off, pecking order and market timing (Huang & Ritter, 2005; 2009) . Trade-off theory explains how a company will attempt to balance its funding costs using debt and equity in order to develop an optimal capital structure to secure tax savings but also avoid liquidity problems and agency conflicts (Stiglitz, 1969; Kraus & Litzenberger, 1973 ). An overreliance on debt leads to asset substitution that can result in agency conflict between a company's managers and debt holders (Jensen & Meckling, 1976) . In contrast, too much equity can lead to a high level of free cash flow which itself generates agency conflict between managers and shareholders (Jensen, 1986) .
Pecking order theory explains how a company is most likely to finance its activities according to a hierarchy (sequence). The company would thus turn first to retained earnings, followed by long-term debt or bonds, hybrid bonds, and the issuing of new stock as a last resort due to a fear that asymmetric information can result in underpricing (Myers & Majluf, 1984; Myers, 2001) . This theory assumes that managers act in accordance with the wishes of shareholders and ignore the differences in interests between old and new shareholders. It also assumes that shareholders are passive and that they act rationally by amending their portfolios if they are not in accordance with company policy (Myers, 2001) .
Market timing theory explains that a company's capital structure is the cumulative result of its efforts in the past to determine when is the right time to enter the market (Baker & Wurgler, 2002) . Based on this theory the company will issue new shares if the market conditions are favourable (overvalued) and will repurchase shares if the market conditions are unfavourable (undervalued) (Baker & Wurgler, 2002) .
Hypotheses Development
Based on the market timing theory, a company performs a new share issuance if the market conditions are favourable and it repurchases shares in unfavourable market conditions (Baker & Wurgler, 2002) . Favourable market conditions are expected to produce an increase in the value of the market to book ratio. This increase in the market to book ratio encourages companies to issue new shares through both IPOs and RIs (Rajan & Zingales, 1995; Pagano, Panetta, & Zingales, 1998; Hovakimian, Opler, & Titman, 2001) .
The effect of equity market timing on the issuance of new shares can occur because companies issue new shares in favourable market conditions (Baker & Wurgler, 2002) or hot market conditions (Alti, 2006) . In hot market conditions, it is expected that the market to book ratio is high, meaning that companies will issue a greater number of new shares than are needed to satisfy their funding requirements (Alti, 2006) . Alti (2006) , Mahajan and Tartaroglu (2008) and Miswanto (2015) found that the market to book ratio of the previous year had a positive effect on the emission of new shares.
Measurements using the market to book ratio of the previous year can be expected in favourable market conditions when the company issues new shares to the company who did the IPOs and RIs. In companies that conduct IPOs, investors do not have sufficient information, while in those that conduct RIs, investors are faced with the dilemma of whether or not to buy shares. If they buy shares, investors worry about whether the company will become unprofitable, while if they do not buy shares, their ownership will be diluted. Based on this explanation the following hypotheses are formed. The issuance of new shares increases the amount of own capital and total assets at the same time as decreasing leverage. This decrease in leverage occurs when companies issue new shares in favourable market conditions and demonstrates the influence of market timing on equity capital structure (Baker & Wurgler, 2002) . This is supported by the results of research by Alti (2006) , Mahajan and Tartaroglu (2008) , Bougatef and Chichti (2010) and Miswanto (2015) , all of whom found that the previous year's market to book ratio had a negative effect on changes in leverage.
Measurements using the market to book ratio of the previous year can be expected in favourable market conditions when the company issues new shares, causing book equity and total assets to increase and leverage to decrease. Based on this explanation the following hypotheses are formed. 
Research Method

Research Sample
The sample in this study comprised companies in the non-financial sector that conducted IPOs and RIs during the period 1990-2014. The inclusion criteria were as follows: companies with leverage of less than 100%, that had no prior experience of delisting and relisting, and that had submitted audited financial reports to the Indonesia Stock Exchange (formerly the Jakarta Stock Exchange).
Research and Measurement Variables
The dependent and independent variables in this study were set in accordance with Baker and Wurgler (2002) . Net equity issue t (NEI t ) was used to measure new stock issuance and the delta of book leverage (DBL t-(t-1) ) was used to measure capital structure. The main independent variable is market to book ratio t-1 (MB t-1 ), which was used to measure favourable market conditions. The control variables consisted of tangibility t-1 (TANG t-1 ), profitability t-1 (PROF t-1 ), size t-1 , and leverage from the previous year. For a company that conducted an IPO, the previous year's leverage was measured using BL t-1 , while for a company that undertook an RI, it was measured using DBL (t-1)-(t-2) . All of the variables were measured as percentages (%), except for MB t-1 and size t-1 . The measurement of variables was conducted using the formula:
= book debt t : total assets t BL t-1 = book debt t-1 : total assets t-1 MB t-1 = market equity t-1 : book equity t-1 TANG t-1 = property, plant, and equipment t-1 : total assets t-1 PROF t-1 = earning before interest, tax, and depreciation t-1 : total assets t-1 size t-1 = Ln sales t-1
The research data were obtained from the Indonesia Stock Exchange (formerly the Jakarta Stock Exchange). For companies that conducted IPOs, the research data ranged from the pre-IPO year up to IPO+5, and for companies that conducted RIs, the data covered the period from the pre-rights issue up to RI+5. Prior to testing the hypotheses, we tested for robustness and classic assumptions. A robustness test was conducted because, following an IPO or rights issue, companies take various corporate actions, namely issuing bonus shares, stock dividends and stock splits, which leads to an increase in the number of shares. The robustness of the data was thus tested by adjusting the stock market price due to the increase in the number of shares. The results of the robustness test show that MB t-1 has the same value as before the adjustment was made. The classic assumption test was performed to obtain the best linear unbiased estimate of the regression analysis results.
Hypotheses 1 and 3 for companies conducting IPO were tested using regression equations 1 and 3, while hypotheses 2 and 4 for companies that conducted RIs used regression equations 2 and 4. The control variable of DBL (t-1)-(t-2) was used in the hypotheses 2 and 4 tests respectively to avoid the occurrence of autocorrelation (Gujarati & Porter, 2009 ). The hypotheses 1 and 3 tests used BL t-1 because financial statement data for those companies conducting an IPO were available one year before the IPO was held (Baker & Wurgler, 2002) . A hypothesis is declared supported if the results of the regression analysis have a probability value below 5%. The hypothesis testing in this study was conducted per period with no comparison between the test results of each period when stating whether a hypothesis is supported or unsupported. This was to determine whether, after the IPO or RI, favourable market conditions affect companies issuing new shares such that leverage declines.
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Result and Discussion
Descriptive Statistics Tables 1 and 2 show that at the time of the IPO, the companies issued a large number of new shares totalling 29.6631%, which reduced leverage by 16.8353%. After the IPO, i.e. from IPO+1 to IPO+5, companies issued new debt and also conducted a small-scale new share issuance in balanced proportions.
Tables 3 and 4 shows that at the time of their RIs, the companies issued a large number of new shares totalling 27.4939%, enabling them to reduce leverage by 10.2103%. Following the RIs, i.e. from RI+1 to RI+4, the companies issued both new debt and shares in small amounts and in balanced proportions. By RI+5, the companies had reduced their issuance of new debt to a very small amount, i.e. 0.4981%. Table 5 shows that at the time of the IPO, IPO+1 and IPO+2, MB t-1 had a positive effect on NEI t . This finding is in accordance with those of Baker and Wurgler (2002) , Hogfeldt and Oborenko (2005) , Alti (2006) , Mahajan and Tartaroglu (2008) and Miswanto (2015) . These results support hypothesis 1. The findings indicate that at the time of the IPO, IPO+1 and IPO+2, there was an effect of equity market timing on new share issuance. Table 6 shows that at the time of the RI, RI+1, RI+2, RI+3 and RI+4, MB t-1 had a positive effect on NEI t . This finding is in accordance with those of Baker and Wurgler (2002) , Hogfeldt and Oborenko (2005) , Alti (2006) , Mahajan and Tartaroglu (2008) and Miswanto (2015) . These results support hypothesis 2. The findings indicate that at the time of the RI, RI+1, RI+2, RI+3 and RI+4, there was an influence of equity market timing on new share issuance. The first row shows the regression coefficient values The second row, with figures in brackets, shows the probability values Table 7 shows that at the time of the IPO, MB t-1 had a negative effect on DBL t-(t-1) . This finding is in accordance with the findings of Baker and Wurgler (2002) , Alti (2006) and Miswanto (2015) . These results support hypothesis 3. The findings indicate that at the time of the IPO, there was an influence of equity market timing on the capital structure. Table 8 shows that at the time of the RI and RI+1, MB t-1 had a negative effect on DBL t-(t-1) . This finding is in accordance with the findings of Baker and Wurgler (2002) , Alti (2006) and Miswanto (2015) . These results support hypothesis 4. The findings indicate that at the time of the RI and RI+1, there was an influence of equity market timing on capital structure.
Regression Analysis Results
At the time of the IPO, RI and RI+1 there was an influence of equity market timing on the issuance of new shares and capital structure. At the time of the IPO and RI, favourable market conditions influenced the companies to issue a large volume of new shares, 29.6631% and 27.4939% respectively, leading to a fall in leverage of 16.8353% and 10.2103% respectively. This decrease in leverage has an implication in the form of a tendency for the capital structure to decline.
At the time of RI+1, the market conditions were of benefit to the companies issuing new shares by the amount of 2.3533%, yet they were not able to raise the funds needed to issue new debt of 1.7718%. The issuance of new shares and the issuance of new debt are able to reduce the capital structure.
At the time of IPO+1, IPO+2, RI+1, RI+2, RI+3 and RI+4, there was an influence of equity market timing on the issuance of new shares. At the time of IPO+1, IPO+2, RI+1, RI+2, RI+3 and RI+4, market conditions remained profitable, but the companies issued small amounts of new shares and new debt in balanced proportions. This was due firstly to the effect of the favourable market conditions at the time of the IPO and RI in terms of influencing the companies to issue large numbers of new shares, in excess of the volumes they needed to satisfy their funding requirements (Alti, 2006) .
Second, the companies tried to adjust their capital structures to an optimal level (Xu, 2009 ) in a gradual manner (Surwanti, 2015) . Third, the majority shareholders of the company are concentrated (Hogfeldt & Oborenko, 2005) . In Indonesia, the majority shareholders of companies are concentrated in the form of institutional ownership, accounting for an ownership level of 70.5621% (Pamungkas, Haryono, Djuminah, & Bandi, 2017) . This shows that decisions to use equity market timing in issuing new shares are determined more by majority shareholders than management (Novelina, 2008) .
Fourth, the old shareholders (incumbents) worry about their ownership becoming diluted if the company issues large amounts of new shares, which can cause dilution even if the old shareholders obtain a transfer of profits from new shareholders (Hogfeldt & Oborenko, 2005) . Fifth, for companies carrying out RIs, the old shareholders face a dilemma; that is, if they do not buy the shares offered, this may lead to a dilution, but if they do buy the shares offered, they will be concerned about whether or not the future prospects of the company will be as expected.
These findings add to the previous findings, namely to the application of capital structure theory, in that the theories of trade-off, pecking order and market timing are not mutually exclusive. In this research, it was found that the trade-off theory and market timing theory are not mutually exclusive. This is shown by the results of the research, namely that at the time of IPO+1, RI+1, RI+2, RI+3 and RI+4, there was an influence of equity market timing on new share issuance, but the companies nevertheless undertook a small issuance of new shares in a bid to adjust their capital structure to an optimal level. This is in accordance with the trade-off theory. The companies adopted this policy because, at the time of the IPO and RI, they issued large amounts of new shares totalling 29.6631% (Table 1) and 27.4939% ( Table 2) .
The results of this study add to the results of previous studies by Cotei and Farhat (2009) and Serrasqueiro and Nunes (2010) which showed that the trade-off and pecking order theories are not mutually exclusive. Miswanto (2015) demonstrated that the pecking order theory and market timing are not mutually exclusive.
Conclusion
At the time of the IPO, RI and RI+1, there was an effect of equity market timing on the issuance of new shares and capital structure. At the time of IPO+1, IPO+2, RI+2, RI+3 and RI+4 there was an effect of equity market timing on the issuance of new shares. This finding adds to the previous findings, namely the application of capital structure theory, in that the theories of trade-off, pecking order and market timing are not mutually exclusive. This study adds to the findings of previous studies in terms of identifying that trade-off theory and market timing theory are not mutually exclusive. Previous studies found that trade-off theory with pecking order theory, and pecking order theory with market timing, were not mutually exclusive.
At the time of IPO+1, IPO+2, RI+1, RI+2, RI+3 and RI+4, stock prices were relatively high, but there was a greater opportunity for obtaining capital gains in the short term. As stock prices tend to increase, this was therefore a good time for short-term investors to invest in shares. Long-term investors, in contrast, should invest at IPO+3 and RI+5 because the stock price is relatively the same as the book value, while in the short term the stock price tends to be relatively stable. 
